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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

______________________________________ X
Inre: Chapter 11
LYONDELL CHEMICAL COMPANY, et al., Case No. 09-10023 (REG)
Debtors. Jointly Administered
X

SETTLEMENT AGREEMENT AMONG THE DEBTORS, THE ENVIRONMENTAL
CUSTODIAL TRUST TRUSTEE, THE UNITED STATES, AND CERTAIN
STATE ENVIRONMENTAL AGENCIES

I. BACKGROUND

WHEREAS, Lyondell Chemical Company and certain of its affiliates filed with the United States
Bankruptcy Court for the Southern District of New York (the “Bankruptcy Court”) voluntary petitions for
relief under Title 11 of the United States Code (the “Bankruptcy Code”) on various dates as set forth in
Exhibit A hereto (the “Petition Dates”), which petitions have been consolidated for procedural purposes
and are being administered jointly as Case No. 09-10023 (REG) (the “Bankruptcy Cases™);

WHEREAS, the United States, on behalf of the United States Environmental Protection Agency
(along with any legal successor thereto, “EPA”), the United States Department of the Interior (along with
any legal successor thereto, “DOI”), and the National Oceanic and Atmospheric Administration (along
with any legal successor thereto, “NOAA”) (collectively, the “Settling Federal Agencies”), contends that
certain Debtors are liable, inter alia, under CERCLA, 42 U.S.C. 8 9601 et seq., for (i) costs incurred and to
be incurred by the United States in response to releases and threats of releases of hazardous substances at
or in connection with certain Liquidated Sites, and (ii) natural resource damages and costs of assessment at

or in connection with certain Liquidated Sites;



WHEREAS, the United States, on behalf of EPA, DOI, and NOAA, has filed proofs of claim
(Claim Nos. 11940, 11941, 12968, 12969, 12970, 12971, 12972, 12973, 12974, and 279491) (collectively,
the “U.S. Proofs of Claim”) against certain Debtors;

WHEREAS, the California Department of Toxic Substances Control (along with any legal
successor thereto, “DTSC”) contends that certain Debtors are liable to DTSC for (i) costs incurred and to
be incurred by DTSC in response to releases and threats of releases of hazardous substances at or in
connection with certain Liquidated Sites, and (ii) costs of assessment at or in connection with certain
Liquidated Sites;

WHEREAS, DTSC has filed proofs of claim (Claim Nos. 12866, 12867, and 12873) (collectively,
the “DTSC Proofs of Claim”) against certain Debtors;

WHEREAS, the California State Water Resources Control Board (along with any legal successor
thereto, the “State Board™) contends that certain Debtors are liable for Prepetition response costs in
connection with discharges or deposits of waste into the waters of the state at or in connection with the
Weber Aircraft Burbank Site;

WHEREAS, the State Board has filed proofs of claim (Claim Nos. 12796, 12797, 12798, 12799,
12800, 12801, 12802, and 12803) (collectively, the “State Board Proofs of Claim™) against certain
Debtors;

WHEREAS, the California Regional Water Quality Control Board for the Los Angeles Region
(along with any legal successor thereto, the “LA Regional Board”) contends that certain Debtors are liable
for injunctive relief and Prepetition response costs in connection with discharges or deposits of waste into
the waters of the state at or in connection with the Weber Aircraft Burbank Site;

WHEREAS, the LA Regional Board has filed proofs of claim (Claim Nos. 12788, 12789, 12790,
12791, 12792, 12793, 12794, and 12795) (collectively, the “LA Regional Board Proofs of Claim’) against

certain Debtors;



WHEREAS, the U.S. Proofs of Claim, the DTSC Proofs of Claim, the State Board Proofs of
Claim, and the LA Regional Board Proofs of Claim set forth the position of the Settling Federal Agencies,
DTSC, the State Board, and the LA Regional Board that the Debtors’ injunctive obligation to comply with
work requirements under court orders, environmental statutes, regulations, administrative orders, licenses,
and permits are not dischargeable pursuant to Section 1141 of the Bankruptcy Code;

WHEREAS, on September 4, 2009, the Debtors filed Objections to the U.S. Proofs of Claim, the
DTSC Proofs of Claim, the State Board Proofs of Claim, and the LA Regional Board Proofs of Claim (the
“Objections”™), in which the Debtors contested the non-dischargeability of environmental work obligations
at sites other than those owned or operated by the Debtors;

WHEREAS, on September 30, 2009, the United States, DTSC, the State Board, and the LA
Regional Board filed a memorandum of law in opposition to the Debtors’ Objections, as well as a motion
in 09-Civ-8316 (AKH) (S.D.N.Y.) to withdraw the reference to the Bankruptcy Court as to the Debtors’
Objections (*“Motion to Withdraw the Reference”);

WHEREAS, the Debtors, the United States, DTSC, the State Board, and the LA Regional Board
wish to resolve their differences with respect to the Objections and address other matters as provided
herein, without adjudication of the Objections or the Motion to Withdraw the Reference;

WHEREAS, the treatment of liabilities provided for herein represents a compromise of the
contested positions of the Parties that is entered into solely for purposes of this settlement, and the Parties
reserve their legal arguments as to any issues involved in other matters;

WHEREAS, the Debtors and the California Regional Water Quality Control Board for the Central
Valley Region (along with any legal successor thereto, the “Central Valley Regional Board”) wish to
address certain matters regarding the Afterthought Mine Site and Kingsburg Winery Site as provided

herein;



WHEREAS, the Illinois Environmental Protection Agency (“IEPA”) and the Illinois Department
of Natural Resources (“IDNR”), in their capacities as trustees for natural resources (collectively, the “State
of Illinois Natural Resource Trustees”), contend that Millennium Petrochemicals, Inc. is liable for natural
resource damages and costs of assessment at or in connection with the Hegeler Zinc Site;

WHEREAS, the State of Illinois Natural Resource Trustees have filed a proof of claim (Claim No.
13031) (the “State of Illinois Natural Resource Trustees’ Proof of Claim”) against Millennium
Petrochemicals, Inc.;

WHEREAS, but for this Settlement Agreement, the Debtors would dispute, in whole or in part,
the State of Illinois Natural Resource Trustees” Proof of Claim;

WHEREAS, the Debtors and the State of Illinois Natural Resource Trustees wish to resolve their
differences with respect to the State of Illinois Natural Resource Trustees’ Proof of Claim and address
other matters as provided herein;

WHEREAS, the Michigan Department of Natural Resources and the Environment (“MDNRE”)
(successor to the Michigan Department of Environmental Quality) and the Michigan Natural Resource
Trustees (collectively, the “Settling Michigan Agencies”) contend that Millennium Holdings, LLC is liable
for (i) costs incurred and to be incurred by one or more of the Settling Michigan Agencies in response to
releases and threats of releases of hazardous substances at or in connection with the Allied Paper/Portage
Creek/Kalamazoo River Site, and (ii) natural resource damages and costs of assessment at or in connection
with that site;

WHEREAS, the Settling Michigan Agencies have filed a proof of claim (Claim No. 12843) (the
“Settling Michigan Agencies’ Proof of Claim”) against Millennium Holdings, LLC;

WHEREAS, but for this Settlement Agreement, the Debtors would dispute, in whole or in part,

the Settling Michigan Agencies’ Proof of Claim;



WHEREAS, the Debtors and the Settling Michigan Agencies wish to resolve their differences
with respect to the Settling Michigan Agencies’ Proof of Claim and address other matters as provided
herein;

WHEREAS, on March 15, 2010, the Debtors filed with the Bankruptcy Court a proposed Third
Amended Joint Chapter 11 Plan of Reorganization (as amended, modified, and supplemented from time to
time, the “Plan”);

WHEREAS, the Plan provides for the creation of an Environmental Custodial Trust to be
administered by an Environmental Custodial Trust Trustee pursuant to an Environmental Custodial Trust
Agreement, and for the transfer to the Environmental Custodial Trust of nine properties currently owned
by certain Debtors (the “Transferred Real Properties”);

WHEREAS, the Transferred Real Properties have known or suspected environmental
contamination and are the subject of current or expected cleanup obligations;

WHEREAS, the Debtors, the Environmental Custodial Trust Trustee, the United States, the
Central Valley Regional Board, IEPA, the Maryland Department of the Environment (along with any legal
successor thereto, “MDE”), the Settling Michigan Agencies, the North Carolina Division of Waste
Management (along with any legal successor thereto, “NCDWM?”), the Department of Environmental
Protection of the Commonwealth of Pennsylvania (along with any legal successor thereto, “PADEP”), and
the Texas Commission on Environmental Quality (along with any legal successor thereto, “TCEQ’) wish
to address certain matters with respect to the Transferred Real Properties as provided herein and in the
Environmental Custodial Trust Agreement;

WHEREAS, in consideration of, and in exchange for, the promises and covenants herein,
including, without limitation, the covenants not to sue and/or releases and agreements not to sue set forth

in Paragraphs 37, 39, and 43, and subject to the provisions of Paragraphs 49-53, intending to be legally



bound hereby, the Debtors, the undersigned governmental parties, and the Environmental Custodial Trust
Trustee hereby agree to the terms of this Settlement Agreement;

WHEREAS, settlement of the matters governed by this Settlement Agreement is in the public
interest and is an appropriate means of resolving these matters;

NOW, THEREFORE, without the admission of liability or the adjudication of any issue of fact or
law, and upon the consent and agreement of the Parties by their attorneys and authorized officials, it is
hereby agreed as follows:

Il. DEFINITIONS

1. Unless otherwise expressly provided herein, terms used in this Settlement Agreement that are
defined in CERCLA, CERCLA regulations, the Bankruptcy Code, or the Environmental Custodial Trust
Agreement attached as Exhibit B hereto shall have the meaning assigned to them therein. Whenever terms
listed below are used in this Settlement Agreement, the following definitions shall apply:

a. “Additional Sites” means the sites (including, without limitation, all facilities, as that
term is defined in CERCLA) as set forth in Exhibit C to this Settlement Agreement. “Additional Sites”
include: (i) for DTSC, “DTSC Additional NPL Sites” and “DTSC Additional Other Sites”; (ii) for the
LA Regional Board, “LA Regional Board Additional Sites”; and (iii) for the Settling Federal Agencies,
“U.S. Additional CERCLIS/NPL Sites,” “U.S. Additional Other Sites,” and “Reserved Additional Sites.”
An “Additional Site” shall be construed to include (i) for those sites now or hereafter included on the NPL,
all areas of a site as defined by EPA for purposes of the NPL, including any later expansion of such site as
may be determined by EPA, and any natural resources affected or potentially affected by the release or
threatened release of hazardous substances at or from such site, and (ii) for those sites not included on the
NPL, all areas and natural resources affected or potentially affected by the release or threatened release of

hazardous substances at or from such site.



b. “Allowed General Unsecured Claim” has the meaning set forth in the Plan of
Reorganization.

c. “Bankruptcy Cases” has the meaning set forth in the recitals.

d. “Bankruptcy Code” has the meaning set forth in the recitals.

e. “Bankruptcy Court” or the “Court” has the meaning set forth in the recitals.

f.  “Central Valley Regional Board” has the meaning set forth in the recitals.

g. “Central Valley Regional Board Lyondell Bankruptcy Sites” means the Afterthought
Mine Site and the Kingsburg Winery Site.

h. “CERCLA” means the Comprehensive Environmental Response, Compensation, and
Liability Act, 42 U.S.C. 88 9601 et seq., as now in effect or hereafter amended.

I.  “CERCLIS” means the Comprehensive Environmental Response, Compensation, and
Liability Information System database maintained by EPA.

J. “Claims” has the meaning provided in Section 101(5) of the Bankruptcy Code.

k. “Debtors” means Lyondell Chemical Company and those of its affiliates which filed
voluntary petitions for relief on the respective dates set forth in Exhibit A, as debtors, debtors-in-
possession, or in a new or reorganized form as a result of the Bankruptcy Cases.

I.  “Debtor-Owned/Operated Sites” means any properties, facilities, or sites owned and/or
operated by any of the Debtors at or at any time after the confirmation of the Plan of Reorganization, but
does not include the Transferred Real Properties.

m. “DOI” has the meaning set forth in the recitals.

n. “DTSC” has the meaning set forth in the recitals.

0. “DTSC Additional NPL Sites” means the Additional Sites that are located in California
and were listed on the NPL as of the Petition Dates, were disclosed by the Debtors in response to
Question 17 of their Statements of Financial Affairs, and are set forth in Exhibit C, Item 1.
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p. “DTSC Additional Other Sites” means the Additional Sites listed in Exhibit C, Item 2.

g. “DTSC Lyondell Bankruptcy Sites” means the Jefferson New Middle School Site, the
Hillview Porter Site, the Syntex Site, the DTSC Additional NPL Sites, and the DTSC Additional Other
Sites.

r.  “DTSC Proofs of Claim” has the meaning set forth in the recitals.

s.  “EPA” has the meaning set forth in the recitals.

t.  “Effective Date” means the later of (i) the date an order entered by the Bankruptcy Court
approving this Settlement Agreement becomes a Final Order, or (ii) the date an order entered by the
Bankruptcy Court confirming the Plan of Reorganization becomes a Final Order.

u.  “Final Order” means an order or judgment that has not been reversed, vacated, or stayed
and as to which (i) the time to appeal, to petition for a writ of certiorari or to move for a new trial,
reargument, or rehearing has expired and as to which no appeal, petition for a writ of certiorari, or motion
for a new trial, reargument, or rehearing shall then be pending; or (ii) if an appeal, writ of certiorari, new
trial, reargument, or rehearing thereof has been sought, such order or judgment shall have been affirmed
by the highest court to which such order was appealed, or the petition for a writ of certiorari shall have
been denied, or a new trial, reargument, or rehearing shall have been denied or resulted in no modification
of such order or judgment, and the time to take any further appeal, to petition for a writ of certiorari, or to
move for a new trial, reargument, or rehearing shall have expired.

v. “Federal Trustees” means DOI and NOAA, collectively.

w. “IDNR” has the meaning set forth in the recitals.

X.  “IEPA” has the meaning set forth in the recitals.

y. “LA Regional Board” has the meaning set forth in the recitals.

z. “LARegional Board Additional Sites” means the Additional Sites listed in Exhibit C,

Item 3.



aa. “LA Regional Board Lyondell Bankruptcy Sites” means the Weber Aircraft Burbank
Site and the LA Regional Board Additional Sites.
bb. “LA Regional Board Proofs of Claim” has the meaning set forth in the recitals.
cc. “Liquidated Sites” means the following 19 sites:
(1) 68th Street Dump Site located in Maryland;
(2) Afterthought Mine Site located in California;
(3) Allied Paper/Portage Creek/Kalamazoo River Site located in Michigan;
(4) Barefoot Disposal Site located in Pennsylvania;
(5) Berks Landfill Site located in Pennsylvania;
(6) Chief Supply Site located in Oklahoma;
(7) Clinton Dock Area Site located in lowa;
(8) Diamond Alkali/Lower Passaic River Study Area Site located in New Jersey;
(9) French Limited Site located in Texas;
(10) Hegeler Zinc Site located in Illinois;
(11) Hillview Porter Site located in California;
(12) Jefferson New Middle School Site located in California;
(13) Kingsburg Winery Site located in California;
(14) Malone Service Site located in Texas;
(15) Many Diversified Interests Site located in Texas;
(16) Omega Chemical Corporation Site located in California (except with respect to the
Settling California Agencies);
(17) San Fernando Valley Site located in California (except with respect to the Settling
California Agencies);
(18) Syntex Site located in California; and

9



(19) Weber Aircraft Burbank Site located in California.

A “Liquidated Site” delineated above shall be construed to include: (i) for those sites now or
hereafter included on the NPL, all areas of a site as defined by EPA for purposes of the NPL, including
any later expansion of such site as may be determined by EPA, and any natural resources affected or
potentially affected by the release or threatened release of hazardous substances at or from such sites; or
(i) for those sites not included on the NPL, all areas and natural resources affected or potentially affected
by the release or threatened release of hazardous substances at or from such sites.

dd. “MDE” has the meaning set forth in the recitals.

ee. “MDNRE” has the meaning set forth in the recitals.

ff.  “Motion to Withdraw the Reference” has the meaning set forth in the recitals.

gg. “NCDWM” has the meaning set forth in the recitals.

hh. “NOAA” has the meaning set forth in the recitals.

ii.  “NPL” means the National Priorities List, 40 C.F.R. Part 300.

jl-  “PADEP” has the meaning set forth in the recitals.

kk. “Parties” means the Debtors, the United States, the Environmental Custodial Trust
Trustee, the Settling California Agencies, the State Board, the State of Illinois, MDE, the Settling
Michigan Agencies, NCDWM, PADEP, and TCEQ (any one of which, individually, shall be referred to
herein as a “Party”).

Il. “Petition Dates” has the meaning set forth in the recitals.

mm. “Plan of Reorganization” or “Plan” has the meaning set forth in the recitals.

nn. “Prepetition,” with respect to a particular Debtor, refers to the time period on or prior to
the date on which such Debtor filed a voluntary petition for relief under the Bankruptcy Code, as set forth

in Exhibit A hereto.

10



00. “Postpetition,” with respect to a particular Debtor, refers to the time period from and
after the date on which such Debtor filed a voluntary petition for relief under the Bankruptcy Code as set
forth in Exhibit A hereto.

pp. “RCRA” means the Resource Conservation and Recovery Act, 42 U.S.C. 88 6901 et
seq., as now in effect or hereafter amended.

qg- “RCRA Order” means any administrative or judicial order issued pursuant to Section
7003 of RCRA, 42 U.S.C. § 6973, or similar state law, regardless of whether such RCRA Order was
issued Prepetition or Postpetition, and regardless of whether the Debtors’ liability under Section 7003
arises from the Prepetition acts, omissions, or conduct of the Debtors or their predecessors.

rr.  “Reserved Additional Sites” means the Additional Sites listed in Exhibit C, Item 6.

ss. “Settling California Agencies” means DTSC, the LA Regional Board, and the Central
Valley Regional Board.

tt.  “Settling Federal Agencies” has the meaning set forth in the recitals.

uu. “Settling Michigan Agencies” has the meaning set forth in the recitals.

wv. “Settling Michigan Agencies’ Proof of Claim” has the meaning set forth in the recitals.

ww. “Similar California Laws” means the California Hazardous Substance Account Act,

Cal. Health & Safety Code section 25300 et seq., Cal. Health & Safety Code section 25187, and California
Water Code section 13000 et seq.

xx. “State Board” has the meaning set forth in the recitals.

yy. “State Board Proofs of Claim” has the meaning set forth in the recitals.

zz. *“State of Illinois Natural Resource Trustees” has the meaning set forth in the recitals.

aaa. “State of Illinois Natural Resource Trustees’ Proof of Claim” has the meaning set forth

in the recitals.
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bbb. “Statements of Financial Affairs” means the statements filed by the Debtors in the
Bankruptcy Cases on April 6, 2009, May 13, 2009, May 14, 2009, and May 29, 2009 pursuant to Section
521(a)(1)(B)(iii) of the Bankruptcy Code.

ccc. “States” means the Settling California Agencies, the State of Illinois Natural Resource
Trustees, MDE, the Settling Michigan Agencies, NCDWM, PADEP, and TCEQ.

ddd. “TCEQ” has the meaning set forth in the recitals.

eee. “United States” means the United States of America, including EPA, NOAA, DOI, and
all of its agencies, departments, and instrumentalities.

fff. “U.S. Additional CERCLIS/NPL Sites” means the Additional Sites that were listed on
the NPL or in CERCLIS as of the Petition Dates, were disclosed by the Debtors in response to Question
17 of their Statements of Financial Affairs, and are set forth in Exhibit C, Item 4.

ggg. “U.S. Additional Other Sites” means the Additional Sites listed in Exhibit C, Item 5.

hhh. “U.S. Proofs of Claim” has the meaning set forth in the recitals.

1. JURISDICTION

2. The Court has jurisdiction over the subject matter hereof pursuant to 28 U.S.C. 88 157, 1331,
and 1334, and 42 U.S.C. 88 9607 and 9613(b).

IV. PARTIES BOUND; SUCCESSION AND ASSIGNMENT

3. This Settlement Agreement applies to, is binding upon, and shall inure to the benefit of the
Parties, their legal successors and assigns, and any trustee, examiner, or receiver appointed in the
Bankruptcy Cases.

V. LIQUIDATED SITES — ALLOWANCE OF CLAIMS

4. Insettlement and satisfaction of the proofs of claim filed by the Settling Federal Agencies, the
Settling California Agencies, the State of Illinois Natural Resource Trustees, and the Settling Michigan
Agencies with respect to the Liquidated Sites, and any proof of claim deemed to have been filed pursuant
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to Paragraph 34, the Settling Federal Agencies, the Settling California Agencies, the State of Illinois
Natural Resource Trustees, and the Settling Michigan Agencies shall have Allowed General Unsecured
Claims in the amounts set forth below. The Settling Federal Agencies, the Settling California Agencies,
the State of Illinois Natural Resource Trustees, and the Settling Michigan Agencies shall receive no
distributions from the Debtors in the Bankruptcy Cases with respect to the Debtors’ liabilities asserted in
the aforementioned proofs of claim with respect to the Liquidated Sites other than as set forth in this
Paragraph and Paragraph 5.
a. Liquidated Claim Amounts for the Settling Federal Agencies

(1) With respect to the 68th Street Dump Site located in Maryland, the United States on
behalf of EPA shall have an Allowed General Unsecured Claim of $7,620,000 against Millennium
Holdings LLC.

(2) With respect to the Allied Paper/Portage Creek/Kalamazoo River Site located in
Michigan, (i) the United States on behalf of EPA shall have an Allowed General Unsecured Claim of
$908,261,837 against Millennium Holdings, LLC; and (ii) the United States on behalf of the Federal
Trustees shall have an Allowed General Unsecured Claim of $124,231,125 against Millennium Holdings,
LLC.

(3) With respect to the Barefoot Disposal Site located in Pennsylvania, the United
States on behalf of EPA shall have an Allowed General Unsecured Claim of $500,000 against Millennium
Petrochemicals, Inc.

(4) With respect to the Chief Supply Site located in Oklahoma, the United States on
behalf of EPA shall have an Allowed General Unsecured Claim of $100,000 against Millennium Specialty

Chemicals, Inc.
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(5) With respect to the Clinton Dock Area Site located in lowa, the United States on
behalf of EPA shall have an Allowed General Unsecured Claim of $50,000 against Equistar Chemicals,
LP.

(6) With respect to the Diamond Alkali/Lower Passaic River Study Area Site located
in New Jersey, (i) the United States on behalf of EPA shall have an Allowed General Unsecured Claim of
$10,072,000 against Millennium Petrochemicals, Inc., an Allowed General Unsecured Claim of
$4,572,000 against Equistar Chemicals, LP; and an Allowed General Unsecured Claim of $4,572,000
against MHC, Inc.; and (ii) the United States on behalf of the Federal Trustees shall have an Allowed
General Unsecured Claim of $275,000 against Millennium Petrochemicals, Inc. for assessment costs only;
an Allowed General Unsecured Claim of $112,500 against Equistar Chemicals, LP, for assessment costs
only; and an Allowed General Unsecured Claim of $112,500 against MHC, Inc., for assessment costs
only.

(7) With respect to the Hegeler Zinc Site located in Illinois, (i) the United States on
behalf of EPA shall have an Allowed General Unsecured Claim of $25,000,000 against Millennium
Petrochemicals, Inc.; and (ii) the United States on behalf of DOI shall have an Allowed General
Unsecured Claim of $20,529 against Millennium Petrochemicals, Inc., for assessment costs only.

(8) With respect to the Malone Service Site located in Texas, the United States on
behalf of EPA shall have an Allowed General Unsecured Claim of $144,500 against Millennium
Petrochemicals, Inc.; and an Allowed General Unsecured Claim of $2,745,500 against Lyondell Chemical
Company.

(9) With respect to the Many Diversified Interests Site located in Texas, the United
States on behalf of EPA shall have an Allowed General Unsecured Claim of $1,790,000 against Lyondell

Chemical Company.
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(10) With respect to the Omega Chemical Corporation Site located in California, the
United States on behalf of EPA shall have an Allowed General Unsecured Claim of $185,418 against
Millennium Holdings, LLC.
(11) With respect to the San Fernando Valley Site located in California, the United
States on behalf of EPA shall have an Allowed General Unsecured Claim of $44,551,101 against MHC,
Inc.
b. Liquidated Claim Amounts for the Settling California Agencies
(1) With respect to the Jefferson New Middle School Site, DTSC shall have an
Allowed General Unsecured Claim of $5,000,000 against MHC, Inc.
(2) With respect to the Syntex and Hillview Porter Sites, DTSC shall have an Allowed
General Unsecured Claim of $2,000,000 against Millennium Holdings, LLC.
(3) With respect to the Afterthought Mine Site, the Central Valley Regional Board
shall have an Allowed General Unsecured Claim of $500,000 against Millennium Holdings, LLC.
(4) With respect to the Kingsburg Winery Site, the Central Valley Regional Board
shall have an Allowed General Unsecured Claim of $500,000 against Millennium Petrochemicals, Inc.
(5) With respect to the Weber Aircraft Burbank Site, the LA Regional Board shall have
an Allowed General Unsecured Claim of $5,000,000 against MHC, Inc.
c. Liquidated Claim Amount for the State of Illinois Natural Resource Trustees
With respect to the Hegeler Zinc Site located in lllinois, the State of Illinois Natural Resource
Trustees shall have an Allowed General Unsecured Claim of $955,161 against Millennium

Petrochemicals, Inc.
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d. Liquidated Claim Amount for the Settling Michigan Agencies

With respect to the Allied Paper/Portage Creek/Kalamazoo River Site located in Michigan,
the Settling Michigan Agencies shall have an Allowed General Unsecured Claim of $30,067,687.60
against Millennium Holdings, LLC.

VI. SETTLEMENT OF THE DEBTORS’ OBJECTIONS

5. Insettlement of the Debtors’ Objections to the proofs of claim filed by the Settling Federal
Agencies, DTSC, the State Board, and the LA Regional Board, and the proof of claim deemed to have
been filed by the Central VValley Regional Board pursuant to Paragraph 34, the Debtors shall, in addition to
other consideration provided for under this Settlement Agreement, make payments and distributions to the
aforementioned agencies in the amounts and in the manner set forth below.

a. Cash Payments to the United States on behalf of EPA

(1) With respect to the 68th Street Dump Site located in Maryland, the United States on
behalf of EPA shall receive a cash payment in the amount of $40,000.

(2) With respect to the Allied Paper/Portage Creek/Kalamazoo River Site located in
Michigan, the United States on behalf of EPA shall receive a cash payment in the amount of $49,549,379.

(3) With respect to the Barefoot Disposal Site located in Pennsylvania, the United
States on behalf of EPA shall receive a cash payment in the amount of $1,400,000.

(4) With respect to the Berks Landfill Site located in Pennsylvania, the United States
on behalf of EPA shall receive a cash payment in the amount of $67,771.

(5) With respect to the Diamond Alkali/Lower Passaic River Study Area Site located
in New Jersey, the United States on behalf of EPA shall receive a cash payment in the amount of
$400,000.

(6) With respect to the French Limited Site located in Texas, the United States on

behalf of EPA shall receive a cash payment in the amount of $2,171,000.
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b. Cash Paymentto DTSC
With respect to the Hillview Porter Site, the Syntex Site, the Jefferson New Middle
School Site, the DTSC Additional NPL Sites, and the DTSC Additional Other Sites, DTSC shall receive a
cash payment in the amount of $4,000,000.
c. Cash Payment to the LA Regional Board
With respect to the Weber Aircraft Burbank Site and the LA Regional Board Additional
Sites, the LA Regional Board shall receive a cash payment in the amount of $3,500,000.
d. Cash Payment to the Central Valley Regional Board
With respect to the Afterthought Mine Site and Kingsburg Winery Site, the Central
Valley Regional Board shall receive a cash payment in the amount of $500,000.
e.  The cash amounts set forth in Paragraph 5.a-d shall be paid in full within thirty days of
the Effective Date of this Settlement Agreement.

VIl. TREATMENT OF DEBTOR-OWNED/OPERATED SITES

6.  With respect to the Brunswick Facility located in Georgia, the United States on behalf of
EPA shall have an Allowed General Unsecured Claim of $499,980 against Millennium Specialty
Chemicals Inc., in settlement and satisfaction of EPA’s claim for civil penalties for alleged Prepetition
days of violation of RCRA.

7. With respect to the Houston Refinery located in Texas, the United States on behalf of EPA
shall have an Allowed General Unsecured Claim of $480,000 against Houston Refining, LP, in settlement
and satisfaction of EPA’s claim for civil penalties for alleged Prepetition days of violation of the Clean Air
Act, 42 U.S.C. 88 7401-7671q.

8. Non-Dischargeability/Reservation Regarding Debtor-Owned/Operated Sites

a.  The following claims of or obligations to the Settling Federal Agencies and the States
with respect to Debtor-Owned/Operated Sites shall not be discharged under Section 1141 of the
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Bankruptcy Code by the confirmation of the Plan of Reorganization, nor shall such claims or obligations
be impaired or affected in any way by the Bankruptcy Cases or confirmation of the Plan of
Reorganization:

(1) Claims against the Debtors by the Settling Federal Agencies or the States under
Section 107 of CERCLA, 42 U.S.C. § 9607, or similar state laws for recovery of response costs incurred
Postpetition with respect to response actions taken at a Debtor-Owned/Operated Site, including such
response actions taken to address hazardous substances that have migrated from a Debtor-
Owned/Operated Site to a proximate location;

(2) Claims against the Debtors by the Settling Federal Agencies or the States under
Section 107 of CERCLA, 42 U.S.C. § 9607, or similar state laws for recovery of natural resource damages
arising as a result of Postpetition releases or ongoing releases of hazardous substances at, or which migrate
to a proximate location from, a Debtor-Owned/Operated Site;

(3) Claims against the Debtors by the Settling Federal Agencies or the States for
recovery of civil penalties for violations of law resulting from Postpetition conduct of the Debtors. As
used in this Paragraph, “Postpetition conduct” shall not include a failure to satisfy or comply with any
Prepetition liability or obligations, or to pay a claim (including, without limitation, a penalty claim), except
as required by or resulting from the terms of the Plan of Reorganization, any provision of this Settlement
Agreement, or a final order of the Court confirming the Plan of Reorganization; or

(4) Actions against the Debtors by the Settling Federal Agencies or the States under
CERCLA or RCRA or similar state laws seeking to compel the performance of a removal action, remedial
action, corrective action, closure, or any other cleanup action at a Debtor-Owned/Operated Site, including
actions to address hazardous substances that have migrated to a proximate location from a Debtor-

Owned/Operated Site.
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b. The Settling Federal Agencies and the States may pursue enforcement actions or
proceedings under applicable law with respect to the Claims and obligations of the Debtors to the Settling
Federal Agencies or the States under Subparagraph 8.a in the manner, and by the administrative or judicial
tribunals, in which the Settling Federal Agencies or the States could have pursued enforcement actions or
proceedings if the Bankruptcy Cases had never been commenced. The Debtors reserve the right to assert
any and all defenses and counterclaims available to them under applicable law with respect to any Claims
and obligations of the Debtors to the Settling Federal Agencies or the States under Subparagraph 8.a that
are asserted by the Settling Federal Agencies or the States, except for any alleged defense of discharge of
liabilities provided under the Bankruptcy Code, the Plan of Reorganization, or any order of confirmation.
The Settling Federal Agencies and the States reserve all of their rights with respect to any defenses or
counterclaims asserted by the Debtors under this Subparagraph.

VIiIl. SUMMARY OF ALLOWED GENERAL UNSECURED CLAIMS AND
CASH PAYMENTS

9. Asitemized in Paragraphs 4-7, the following Parties shall have Allowed General Unsecured

Claims and shall receive cash payments in the total amounts listed below:

Claimant Total Allowed General Total Cash Payments
Unsecured Claims

United States on behalf of EPA $1,011,144,336 $53,628,150
United States on behalf of the $124,731,125 $0
Federal Trustees
United States on behalf of DOI $20,529 $0
DTSC $7,000,000 $4,000,000
Central Valley Regional Board $1,000,000 $500,000
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LA Regional Board $5,000,000 $3,500,000

State of Illinois Natural $955,161 $0
Resource Trustees
Settling Michigan Agencies $30,067,687.60 $0

IX. CREDITS AND SITE ACCOUNTS

10. With respect to the Allowed General Unsecured Claims set forth in Paragraph 4 for the
Settling Federal Agencies, the State of Illinois Natural Resource Trustees, and the Settling Michigan
Agencies, only the amount of cash received by such entity (and net cash received upon sale of any non-
cash distributions) from the Debtors under this Settlement Agreement for the Allowed General Unsecured
Claim for a particular site, and not the total amount of the allowed claim against the Debtors, shall be
credited by each such entity to its account for a particular site, which credit shall reduce the liability of
non-settling potentially responsible parties for the particular site by the amount of the credit.

11. The Settling Federal Agencies may, in their sole discretion, direct any portion of any cash
distribution or the proceeds of any non-cash distribution received for a site pursuant to this Settlement
Agreement into a site-specific special account established to fund response, assessment, and/or restoration
actions at the site in the event that future work is anticipated at the site.

12. With respect to any cash distributions or proceeds of any non-cash distributions received
pursuant to Paragraph 4.b or 5.b of this Settlement Agreement, DTSC shall deposit the funds to the
subaccount established pursuant to California Health & Safety Code Section 25330.4 for the DTSC
Lyondell Bankruptcy Sites. DTSC may, in its sole discretion, direct any portion of the funds to one or
more of the DTSC Lyondell Bankruptcy Sites. Only the amount of cash actually expended by DTSC for a
particular site will be credited to that site, which credit shall reduce the liability of non-settling responsible
parties, if any, for a particular site by the amount actually expended by DTSC for the particular site.
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13. With respect to any cash distributions or proceeds of any non-cash distributions received
pursuant to Paragraph 5.d of this Settlement Agreement, the Central Valley Regional Board may, in its
sole discretion, direct any portion of the funds to one or more of the Central Valley Regional Board
Lyondell Bankruptcy Sites. Only the amount of cash actually expended by the Central VValley Regional
Board for a particular site will be credited to that site, which credit shall reduce the liability of non-settling
responsible parties, if any, for a particular site by the amount actually expended by the Central Valley
Regional Board for the particular site.

14. With respect to any cash distributions or proceeds of any non-cash distributions received
pursuant to Paragraphs 4.b or 5.c of this Settlement Agreement, the LA Regional Board may, in its sole
discretion, direct any portion of the funds to one or more of the LA Regional Board Lyondell Bankruptcy
Sites. Only the amount of cash actually expended by the LA Regional Board for a particular site will be
credited to that site, which credit shall reduce the liability of non-settling responsible parties, if any, for a
particular site by the amount actually expended by the LA Regional Board for the particular site.

X. INSURANCE PROCEEDS

15. To the extent that at any time after the Effective Date, the Debtors recover insurance proceeds
on account of any of the Liquidated Sites in excess of the Debtors’ costs of pursuing such insurance
proceeds, the Debtors may retain 30% of such excess insurance proceeds on account of the Liquidated
Sites and the Debtors shall pay 70% of such excess insurance proceeds on account of the Liquidated Sites
to the United States, the Settling California Agencies, the State of Illinois Natural Resource Trustees,
and/or the Settling Michigan Agencies, as applicable. The Debtors agree to allocate in writing any excess
insurance proceeds on a fair and equitable basis among sites between Liquidated Sites and other sites
based upon all of the facts and circumstances including, but not limited to, any defenses asserted by
insurers, and with deference to any allocation by a court or in an approved settlement document. In
determining the Debtors’ cost of pursuing insurance proceeds for Liquidated Sites, the Debtors shall use
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the same percentage allocation of costs as is used in the Debtors’ allocation of recovery of excess
insurance proceeds attributed to Liquidated Sites. To the extent that excess insurance proceeds are
allocable to sites other than Liquidated Sites, no payment need be made to the United States, the Settling
California Agencies, the State of Illinois Natural Resource Trustees, or the Settling Michigan Agencies
from the excess insurance proceeds allocable to sites other than Liquidated Sites. The United States, the
Settling California Agencies, the State of Illinois Natural Resource Trustees, and the Settling Michigan
Agencies reserve the right to petition the Court for an adjustment of the Debtors’ allocation based upon all
of the facts and circumstances. The payments required to be made under this Paragraph shall be in
addition to the payments required to be made under Paragraphs 4 and 5. However, under no
circumstances, may the payments required to be made under this Paragraph, when combined with the
consideration received for the Liquidated Sites by the Settling Federal Agencies, the Settling California
Agencies, the State of Illinois Natural Resource Trustees, or the Settling Michigan Agencies under
Paragraphs 4 and 33 of this Settlement Agreement, exceed the amount of the Allowed General Unsecured
Claims for the Liquidated Sites under Paragraph 4. In the event that the excess insurance proceeds sharing
requirements of this Paragraph would otherwise result in such an exceedance, the Debtors shall retain the
additional amount of excess insurance proceeds necessary to avoid such an exceedance. With respect to
any payments received by the United States, the Settling California Agencies, the State of Illinois Natural
Resource Trustees, or the Settling Michigan Agencies under this Paragraph, the United States, the Settling
California Agencies, the State of Illinois Natural Resource Trustees, and the Settling Michigan Agencies
shall credit site accounts for particular Liquidated Sites only in accordance with the Debtors’ allocation
and payment for the particular Liquidated Site (unless adjusted by the Court), which credit shall reduce the

liability of non-settling potentially responsible parties for the particular site by the amount of the credit.
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XI. ENVIRONMENTAL CUSTODIAL TRUST

16. This Settlement Agreement hereby incorporates in full the Environmental Custodial Trust
Agreement that is entered into by the parties thereto.

17. Le Petomane XXIII, Inc., not individually but solely in its representative capacity as
Environmental Custodial Trust Trustee, by and through Jay A. Steinberg, not individually but solely in his
representative capacity as president of the Environmental Custodial Trustee, is appointed to serve as the
Environmental Custodial Trust Trustee to administer the Environmental Custodial Trust and the Custodial
Trust Accounts.

18. The Funds to be transferred pursuant to Section 2.5 of the Environmental Custodial Trust
Agreement shall be transferred simultaneously with the transfer of the Transferred Real Properties to the
Environmental Custodial Trust, and shall be allocated as follows:

a. $50,050,000 to be deposited in the Custodial Trust Response Cost Account for the
Allied Paper Mill Transferred Real Property.

b.  $2,000,000 to be deposited in the Custodial Trust Restoration Cost Account for the
Allied Paper Mill Transferred Real Property.

c. $1,671,850 to be deposited in the Custodial Trust MDNRE Cost Account for the Allied
Paper Mill Transferred Real Property.

d.  $2,000,000 to be deposited in the Custodial Trust Environmental Cost Account for the
Beaver Valley Transferred Real Property.

e. $8,000,000 to be deposited in the Custodial Trust Environmental Cost Account for the
Bully Hill, Rising Star, and Excelsior Mines Transferred Real Properties.

f.  $5,300,000 to be deposited in the Custodial Trust Environmental Cost Account for the

Charlotte Transferred Real Property.
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g. $1,100,000 to be deposited in the Custodial Trust Environmental Cost Account for the
Gypsum Pile Transferred Real Property.

h.  $10,000,000 to be deposited in the Custodial Trust Environmental Cost Account for the
Saint Helena Transferred Real Property.

i.  $6,800,000 to be deposited in the Custodial Trust Environmental Cost Account for the
Turtle Bayou Transferred Real Property.

j. $21,500,000 to be deposited in the Custodial Trust Administrative Expense Account.

19. The Lead Government Agency and other governmental agency for each of the Transferred

Real Properties or Custodial Trust Environmental Cost Accounts are as set forth in the table below:

Lead Other
Property or Account Government Governmental

Agency Agency
Allied Paper Mill Transferred Real Property
Custodial Trust Response Cost Account EPA MDNRE
Allied Paper Mill Transferred Real Property
Custodial Trust Restoration Cost Account Federal Trustees MDNRE
Allied Paper Mill Transferred Real Property
Custodial Trust MDNRE Account MDNRE EPA
Beaver Valley Transferred Real Property PADEP EPA
Bully Hill, Rising Star, and Excelsior Mines Central Valley EPA
Transferred Real Properties Regional Board
Charlotte Transferred Real Property NCDWM EPA
Gypsum Pile Transferred Real Property IEPA EPA
Saint Helena Transferred Real Property EPA MDE
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Turtle Bayou Transferred Real Property EPA TCEQ

After this Settlement Agreement’s execution, the United States and the relevant State governmental unit(s)
may provide the Environmental Custodial Trust Trustee with joint written notice that the Lead
Government Agency for a particular Trans